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Abstract 
The strategy developed by the European authorities regarding the improvement of the economic performance in a knowledge-
based economy has not provided the expected results. One reason for this semi-failure is related to a shy entrepreneurial activity 
stimulus generated in the member countries. In this context, the paper will show that the entrepreneurial attitude and perception 
stand for an important knowledge asset. Furthermore, using linear but also dynamic panel data analyses for the period 2007-2011, 
the paper demonstrates that the entrepreneurial attitude and perception strongly influence the entrepreneurial activity in Europe. 
Both the entrepreneurial attitude and the entrepreneurial activity are measured based on an aggregate index, using Global 
Entrepreneurship Monitor (GEM) data.  
1. Introduction 
In order to increase the European Union (EU) competiveness on international level, the European authorities 
have set up at the beginning of the 21st century the “Lisbon strategy”. The Lisbon declaration on 24th March 2000 
stated that “the Union has today set itself a new strategic goal for the next decade: to become the most competitive 
and dynamic knowledge-based economy in the world, capable of sustainable economic growth with more and better 
jobs and greater social cohesion”. Today, we can see that the results of this strategy, which has shifted the accent on 
the role of knowledge in promoting economic growth, were not the expected ones. Wyplosz (2010) states that “the 
Lisbon strategy for making the EU the world’s most competitive economy is a failure”. In the author’s opinion, the 
causes of this failure relate to the lack of structural reforms, needed in each member country (for more explanations, 
see Tabellini and Wyplosz, 2006).  
Indeed, structural reforms were necessary but in our opinion the main reason causing the failure of the strategy 
was the incapacity to stimulate the entrepreneurial activities. The entrepreneurial attitude was not enforced and 
therefore, the impact on economic growth was relatively poor. In this context, the purpose of our paper is not to 
show the impact of knowledge and entrepreneurship activity on growth, but to demonstrate that encouraging the 
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entrepreneurial attitude and strengthening the entrepreneurial perception is benefic for the entrepreneurial activity. 
In other words, the authorities in associating the entrepreneurial attitude with a knowledge asset did little, even if the 
Green Paper on “Entrepreneurship in Europe” focused on the role of education in supporting the improvement of the 
skills necessary to develop an entrepreneurial mindset.  
There have been many attempts to define what can be included in the concept of a knowledge-based economy 
(Westeren, 2008). The term “knowledge-based economy” results from a full recognition of the role of knowledge in 
economic growth (Kim, 2002). In the macroeconomic theory, Romer (1990) was the first who introduced the 
knowledge concept in the endogenous growth theory. In this line, in a knowledge-based economy, the exploitation 
of knowledge plays an important role in the creation of wealth. In the same time, the knowledge-based economy is 
characterized by change and by a turbulent business environment, where the role of the entrepreneurial activity 
cannot be neglected (Liang, 2002).  
However, even if the academic literature associates knowledge with entrepreneurship, it fails in showing how the 
entrepreneurial attitude and perception can be considered as knowledge asset. Knowledge represents the total 
process of creation, storing, learning and sharing of knowledge, which is embedded in organization and individuals, 
while the entrepreneurship is the process by which individuals pursue opportunities without regard to resources, they 
currently control (Bin Mansour, 2002). The European Commission has defined entrepreneurship as a general view 
that is applicable in any kinds of business activities and routine lifetime control (Fuchs et al, 2008; Draghici et al., 
2012). But how do we define the entrepreneurial attitude and how can we assess it? 
The following scholars consider different factors influencing the entrepreneurial attitude (for a detailed 
description, see Kazemi and Madandar, 2012). These factors are related to the need for achievement, personal 
control and self-confidence (Robinson et al., 1991), to the attitude toward self-efficacy, creativity, leadership and 
intuition (Athayde, 2009), to the attitude focused on earning money (Robinson et al., 1991), to entrepreneurship 
motivation (Schwarz et al., 2009) or to the risk taking capacity (Olson and Bosserman, 1984). The Global 
Entrepreneurship Monitor (GEM) assesses these factors, which associate the entrepreneurial attitude and perception 
with the perceived opportunities, capabilities and entrepreneurial intentions, but also with a reduced fear of failure 
and with the high status of entrepreneurs. All these elements represent in our opinion knowledge assets. 
We will further on demonstrate that the association of entrepreneurial attitude with a knowledge asset is good for 
strengthening the entrepreneurial activity at EU level. Based on GEM data for the period 2007-2011 and using both 
a linear and a dynamic panel data approach, we have discovered that the entrepreneurial attitude positively 
influences the entrepreneurial activity in 15 European countries. The entrepreneurial attitude, as well as the 
entrepreneurial activity, is assessed using GEM statistics and aggregate index methodology (see the next section). 
The remainder of the paper is the following. Section 2 presents the GEM data and describes the methodology for 
the index construction. Section 3 is dedicated to the econometric analysis. Section 4 concludes.   
2. Entrepreneurial attitude and entrepreneurial activity in Europe 
The GEM is the annual report of the Global Entrepreneurship Research Association (GERA), dedicated to the 
assessment of the entrepreneurial activity, attitude and perception around the globe. In 2011, the Global 
Entrepreneurship Monitor conducted its 13th annual survey (GEM, 2011). GEM interviewed over 140,000 adults 
(18-64 years of age) in 54 economies, spanning diverse geographic areas and different economic development 
levels. These economies are considered “factor-driven economies”, “efficiency-driven economies” or “innovation-
driven economies”, depending on their development level. In the EU, 22 countries were assessed out of which we 
have retained only 15 in our analysis (Belgium, Denmark, Finland, France, Germany, Greece, Hungary, Ireland, 
Italy, Latvia, Netherlands, Romania, Spain, Slovenia and the United Kingdom). The seven countries, which were 
excluded because of the lack of data, are: Austria, the Czech Republic, Lithuania, Poland, Portugal, the Slovak 
Republic and Sweden. Portugal and Sweden were excluded in order to avoid the break panel problem. 
The GEM reports present the entrepreneurial perception worldwide before 2000, but the setup of several well-
identified indicators describing the entrepreneurial activity and attitude is associated with the year 2007. That is why 
we have decided to retain in our analysis the timeframe covering 2007-2011. Even after 2007 some improvements of 
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the reports were observed but, starting with 2007 we can have consistent statistical data. Moreover, before 2007 only 
few European countries were retained into the GEM surveillance. This makes the empirical study impossible for that 
period. The description of the individual indicators is represented in Table 1. 
 
Table 1. Indicators describing the entrepreneurial activity and the entrepreneurial attitude 
 
Entrepreneurial perception and attitude 
Indicators Description 
1. Perceived opportunities Reflect the percentage of individuals who believe there are opportunities to start a business in the 
area they live in. 
2. Perceived capabilities Reflect the percentages of individuals who believe they have the required skills, knowledge and 
experience to start a new business. 
3. Fear of failure Associated to starting a business. 
4. Entrepreneurial intentions Represent the percentage of individuals who expect to start a business within the next three years. 
5. Entrepreneurship as a good career 
choice 
Is the degree to which entrepreneurship is accepted as a good career choice. 
High status to successful entrepreneurs Stands for the appreciation of entrepreneurship as a good career choice in general 
Media attention for entrepreneurship Is assessed by asking the individuals whether they believe that there are plenty of items on new 
and growing firms in the news and other media. 
Entrepreneurial Activity 
Indicators Description 
6. Nascent entrepreneurship rate The stage in advance of the start of a new firm. 
7. New business ownership rate The stage directly after the start of a new firm. 
8. Early-stage entrepreneurial activity 
(TEA) 
Combines nascent entrepreneurs and owner-manager of a new firm (less than 3.5 years old). 
9. Established business ownership rate Provide stable employment and exploit the knowledge and social capital accumulated in past 
experiences. 
10. Discontinuation of businesses rate Percentage of who have, in the past 12 months, discontinued a business, either by selling, shutting 
down or otherwise discontinuing an owner/management relationship with the business. This is not 
a measure of business failure rates. 
Necessity-driven (% of TEA) Percentage of those involved in total early-stage entrepreneurial activity (as defined above) who 
are involved in entrepreneurship because they had no other option for work. 
Improvement-driven opportunity 
(% of TEA) 
Percentage of those involved in TEA who: (i) claim to be driven by opportunity, as opposed to 
finding no other option for work; and (ii) indicate the main driver for being involved in this 
opportunity is being increasing their income, rather than just maintaining their income. 
Note: * We have retained only the first five indicators from each category. The other indicators appear in the GEM survey starting with 2008. 
** For the “fear of failure” indicator we have retained in the analysis its opposite (100%-fear of failure) as it is associated with a lack of 
knowledge and also with a negative influence on the entrepreneurial attitude.  
Source: GEM (2011) 
 
In order to obtain an aggregate index for the entrepreneurial attitude and an aggregate index for the 
entrepreneurial activity, the values of each indicator were normalized and afterwards they were aggregated for each 
country, using a the arithmetic mean of the individual indictors. The Eq. (1) presents the normalization procedure.  
               (1) 
Where: Iijc represents the indicator i for the period j for the country c, Iimin and Iimax stand for the values 
corresponding to the weakest, respectively to the strongest manifestation of entrepreneurial attitude or activity, 
recorded by the indicator i over the analysed period in all the countries.  Iijcn is the normalized value of the individual 
indicator. This normalization procedure allows obtaining the indicators defined over the interval [0; 1]. 
The normalized values of each indicator are aggregated in an entrepreneurial attitude index (Iatt) and in an 
entrepreneurial activity index (Iact) according to Table 1, Eq. (2) and Eq. (3). 
     (2)                                     (3) 
3. Econometric analysis 
Using a panel data analysis, we assess the impact of entrepreneurial attitude on the entrepreneurial activity, which 
were evaluated based on the aggregate indexes described above. In the first step, we have estimated a simple OLS 
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panel model, including dummy variables for each country, in order to observe the differences between countries. For 
the dummy variables, we have assigned the value 1 for the “innovation-driven economies” and the value 0 for the 
“efficiency-driven economies” (Hungary, Romania and Latvia in our sample). Because these dummy variables are 
not significant and because we consider that other variables beside the attitude influence the entrepreneurship 
activity, we do not report these results. However, due to the fact that the sample heterogeneity is important, we have 
constructed in the second phase a fixed effects panel model. However, having in mind the fact that the structure of 
our sample shows a N<T situation (number of countries is higher that the number of periods), we have estimated in 
the same time a random effects model. A Hausman test was performing in order to select the most appropriate 
model of the two mentioned above. The general equation is: 
                 (4) 
where: the i subscript refers to different countries and j refers to different measurements within countries – i.e., the 
same variable measured at different points in time; β1Iattij is described as a fixed/random effect because the Iattij terms 
are all measured values and β1 is a fixed parameter; αi represents all stable characteristics of countries; εij is a 
random variable with a probability distribution.  
The results are reported in Table 2. 
 
Table 2. Fixed and random effects models 
 
Iactij Fixed effects Random effects 
β0 0.162*** 0.152*** 
Iattij 0.296** 0.313*** 
R2 0.07 0.07 
F test  7.37  
Huasman test Prob>chi2 = 0.4794 (i.e. insignificant) 
Note: *, ** and ***, mean statistic relationship significant at 10%, 5%, respectively 1%. 
Both models show that the entrepreneurial attitude (Iatt) positively influences the entrepreneurial activity (Iact). 
However, the Hausman test, which tests the null-hypothesis that there is no difference between the estimated 
coefficients of a fixed effects and a random effects estimator, indicates the random effects model as performing 
better. 
Nevertheless, these linear (static) models do not allow us to observe the potential dynamism, which exists, in the 
entrepreneurial activity for each country. Therefore, we use dynamic panel data estimation techniques to deal with 
the issue of endogeneity. Moreover, a reverse-causality effect can manifest between the entrepreneurial activity and 
the entrepreneurial attitude. That is why we employ a GMM system dynamic estimator, an approach proposed by 
Blundell and Bond (1998). This estimator is designed for datasets with many panels and few periods. This method 
assumes that there is no autocorrelation in the idiosyncratic errors and requires the initial condition that the panel-
level effects be uncorrelated with the first difference of the first observation of the dependent variable. The 
following equation was tested (we have suppressed the constant as proving not significant): 
              (5) 
The results are presented in Table 3. To test the validity of the restrictions of the model, a Sargan test was 
performed. The results show the evidence of the validity of the instruments employed.  
 
Table 3. Results of dynamic panel data analysis 
 
Iactij GMM system 
Iattij,t 0.482*** 
Iactij,t-1 0.362** 
Number of instruments 10 
Countries included 15 
Total observations 58 
Note: *, ** and ***, mean statistic relationship significant at 10%, 5%, respectively 1%. 
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4. Conclusions 
The present study is an attempt to show the link between the entrepreneurial attitude and entrepreneurial activity 
at EU level. Starting from the general context of the Lisbon strategy semi-failure, we have shown that one of the 
main reasons of this failure is related to a reduced effort directed to the enforcement of the entrepreneurial attitude. 
The European authorities have not considered the entrepreneurial attitude and perception as a knowledge asset able 
to dynamize the entrepreneurial activity in the EU member countries.  
Based on the GEM statistics, we have built aggregate indexes in order to capture the entrepreneurial attitude and 
activity in 15 European countries. We have employed both static and a dynamic panel data approach for testing the 
effect of the attitude on the entrepreneurial activity. Our results have shown in both cases that the attitude and 
entrepreneurial perception have a positive impact upon the entrepreneurial activity. Therefore, the policy 
implications of our findings are important. Encouraging the entrepreneurial education and promoting the 
entrepreneurial culture (which result in ameliorating the entrepreneurial attitude) will represent the pillars of the 
economic growth in the EU countries.  
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